Die Discussion Papers dienen einer möglichst schnellen Verbreitung von neueren Forschungsarbeiten des ZEW. Die Beiträge liegen in alleiniger Verantwortung der Autoren und stellen nicht notwendigerweise die Meinung des ZEW dar.
In this paper we present estimates for the consequences of IAS/IFRS-based tax accounting on the comparative effective tax burdens of companies in 13 countries (Austria, Belgium, the Czech Republic, France, Germany, Hungary, Ireland, Latvia, the Netherlands, Poland, Slovakia, the United Kingdom, and the USA). Therefore, certain provisions of IAS/IFRS were considered as a starting point for the tax base. The effective tax burdens are calculated on the basis of the European Tax Analyzer model which was enhanced for the purposes of this study. A further question arises as to what extent an exclusive harmonisation of the tax base will effectively reduce the current EU-wide differences of effective company tax burdens. It turns out that a common tax base cannot alleviate the current EU-wide differences of effective company tax burdens. A major finding of our study reveals that the effective tax burdens in all countries considered here (except Ireland) tend to increase slightly since the tax bases tend to become broader. This offers the possibility to member states to reduce the nominal tax rate leaving the overall effective tax burden unchanged. A tax policy of tax cut cum base broadening would not only tend to increase the attractiveness of the member states as a location for companies. At the same time, this would reduce dispersions of effective tax burdens across industries. Therefore, such a tax policy is in line of the long term Community goals to become more competitive in international terms. For the moment, however, it is unclear which consequences an adoption of IAS/IFRS as a starting point would have on the effective tax burdens on companies located in different member states and on the member states' tax revenues. This lack of information causes further reservations against the adoption of IAS/IFRS for tax accounting. Our primary objective, therefore, is to measure the impact of the adoption of certain IAS/IFRS on the effective company tax burdens in the EU. Prior research into this topic has already been conducted (see Spengel, 2003b; Oestreicher and Spengel, 1999) , it has been restricted, however, to only four EU member states (Germany, France, the United Kingdom, and the Netherlands) and the United States.
JEL-Classification
The following examination aims at measuring and comparing the effects of the adoption of certain IAS/IFRS as a starting point for tax purposes on the effective tax burdens of companies in 13 countries. Therefore, our simulation model, the so-called European Tax Analyzer, has been extended to the tax systems of Austria, Belgium, the Czech Republic, Hungary, Ireland, Latvia, Poland, and Slovakia. Firstly, we briefly introduce the methodological concept of the enhanced European Tax Analyzer model (section 2).
Secondly, we conduct a cross-country comparison of effective company tax burdens in the 13 countries applying the current tax provisions (section 3). Thirdly, the consequences of IAS/IFRS-based tax accounting on the comparative effective tax burdens of companies are examined. In this respect, the question to what extent an exclusive harmonisation of the tax base will effectively reduce the current EU-wide differences of effective company tax burdens will also be examined (section 4). Finally, section 5 concludes.
Calculation of effective tax burdens

European Tax Analyzer: Concept and modifications
The consequences of the transition to tax accounting based on IAS/IFRS on the effective tax burden of companies are quantified using the European Tax Analyzer model.
The European Tax Analyzer 6 (ETA) is a computer-based model for the computation and comparison of the tax burdens of partnerships and corporations (including their shareholders) located in different countries over a period of ten years. For that reason all relevant tax provisions, taxes, tax rates and tax bases are taken into account. Up to this point, the computer-based model considers the tax systems from Germany, France, the United Kingdom, the Netherlands, and the United States 7 .
The European Tax Analyzer is the result of a joint research project from the Centre for European Economic Research (ZEW) and the University of Mannheim. It has been widely used for several research projects. In addition to international comparisons regarding company tax burdens and tax structures, the previous analyses comprised the evaluation of proposals for tax reforms in Germany and other countries, comparative tax burdens depending on the legal form of companies (i.e. corporations and partnerships), the development and analysis of alternative taxation drafts to reform the company taxation in Europe (change of existing systems, cash-flow-taxes, environmental tax) as well as the investigation of the combined effects taxes have on the entrepreneurial investment behaviour in terms of national and cross-border business activities. 8
The starting point for further development of the European Tax Analyzer was particularly the limitation of the analysis to the five countries mentioned above. Due to the enlargement of the European Union investors and political decision makers focus in principle on all 25 member states. Therefore, more countries have to be included in 6 For a detailed description of the European Tax Analyzer see Spengel, 1995; Jacobs and Spengel, 1996); Meyer, 1996; Jacobs and Spengel, 2002. 7 The Federal State of California is considered. 8 Regarding legal form comparisons see Hermann, 2005; Jacobs, Hermann and Stetter, 2003, with reference to cross-border business activities see Gutekunst, 2005 , concerning green taxes see Jacobs, meaningful tax burden comparisons at the EU level. Furthermore, frequent amendments of tax laws make it necessary to adapt those changes quickly, which until now, was not possible with the prevailing model of the European Tax Analyzer. The last reason for the revision was that it was not efficiently possible to analyse several tax reforms all over Europe. All these tasks resulted in an Enhanced European Tax Analyzer, which is used for the calculations in this study.
The Enhanced European Tax Analyzer is, in principle, based on the same methodology and company model used in the previous model (see Jacobs and Spengel, 2002) .
The framework simulates the development of a company over a period of ten years.
Data from the asset equipment and funding as well as business plans serve as initial data for the tax calculations. Business plans include variable estimates on production, sale, procurement, number of staff, staff costs as well as investment, financing, and distribution habits. In addition, economic data such as different lending and borrowing interest rates and inflation rates are taken into account. The company is funded with shareholder's equity and debt. In regards to the use of profits, the company may distribute dividends to its shareholders or invest in property, plant and equipment and financial assets in addition to retaining profits.
For the sake of comparability and in order to analyse differing tax burdens in isolation, it is assumed here that the companies in each country show identical business data before any taxation. Due to this necessary assumption, any differences between pre-tax and post-tax data in the model can be solely attributed to differing tax rules in the countries considered here. The tax liabilities in these countries are derived from the assessment of the companies over a ten-year period under each country's rules. Moreover, the effective tax burden is expressed as the difference between the pre-tax and the post-tax value of the firm at the end of the simulation period (i. e. period 10). The calculations take into account all relevant taxes that may be influenced by investment and financing.
Since the model firm in this study is designed as a corporation, the tax burden can be calculated for both the corporation as well as for the level of the shareholders. However, the following concentrates only on company taxes. Spengel and Wünsche, 1999. Referring to the tax bases, the most relevant items with regard to assets and liabilities as well as accounting profits and losses are considered. Furthermore, the flexibility of the European Tax Analyzer allows analyses between accounting options, enabling a company to influence its taxable profits. The rules for profit computation cover:
-depreciation (methods and tax periods for all assets considered);
-inventory valuation (production cost, LIFO, FIFO and weighted average);
-research and development costs (immediate expensing or capitalization);
-elimination and mitigation of double taxation on foreign source income.
In contrast to the previous model, the calculation of energy costs in the new model is simplified and it does not yet include the occupational pension schemes. Therefore the results slightly differ from those previously published (see Jacobs and Spengel, 2002) .
In the near future, however, occupational pension schemes and other elements of the tax bases will be included in the model.
The major enhancements of the European Tax Analyzer in comparison to the previous model lie beneath the surface in the underlying architecture of the software, particularly in a newly designed modelling concept for tax systems. Contrary to the previously used version, the European Tax Analyzer now offers the users the possibility to include almost any country specific system of taxation including major elements of the tax bases (i.e. regulations on inventories, production costs and depreciation). This results in a broader analysis spectrum and a much faster and easier examination of the effects of tax reforms. The flexibility is reached by using a component-based metamodel to integrate the tax systems and tax bases in the computer-simulation (see Stetter, 2005) . The European Tax Analyzer now offers a component-based construction kit with the use of a metamodel (see Strahringer, 1998: 1) . This enables the user to model the tax systems for nearly every country, by composing and adapting the given components. The metamodel consists of several components including the tariff and tax base for a variety of different taxes. The user can adapt these general components to fit the country specific tax regulations or to implement alternative tax rules as we do in this study. The model offers interchangeable components with different characteristics to determine countryspecific profit computation of the corporation. For example, the depreciation component exists in the forms "straight-line", "declining-balance", and a "universal form". The "universal form" gives the user the ability to widely adapt the component. In order to model the depreciation on an industrial building in Germany, for example, the user selects the "straight-line" form. To represent the depreciation rules of another country the "straight-line" form can be interchanged with the "declining-balance" form, for example.
Similar to the process of modelling the profit determination rules of a specific country, taxes are shaped using the European Tax Analyzer. At first the user chooses between different forms of tax base components and tariff components, for example, the "profit"
or "property" form. Following this, he modifies these components to fit specific needs.
In the final step, the user composes the selected and modified components to shape the tax system, e.g. to consider the interrelation between the different taxes.
Scope of the model and economic structures of the model firms
The European Tax Analyzer is no longer limited to certain countries or systems of taxation, as we show in this study. It covers the tax systems Austria, Belgium, Czech
Republic, France, Germany, Hungary, Ireland, Latvia, the Netherlands, Poland, Slovakia, the United Kingdom, and the United States. Within these countries all relevant taxes that may be influenced by investment and financing are taken into account (see Table 1 ). At present the range of considered countries is extended to all EU member states and Canada. The computations and comparisons of effective tax burdens are made in two stages. The first stage is to determine and compare the tax burden taking as a base case data typical for a manufacturing company of medium size. Pre-tax data was derived from the Federal Reserve Bank of Germany (see Deutsche Bundesbank, 2003: 12-168) . The use of
German pre-tax data simply is a matter of the availability of the data. The base case model firm's structure 9 of the balance sheet and profit and loss account at the end of year six (the mid-point of the ten year comparison) based on the assumption of German taxation is shown in tables 2 and 3: The use of German data, however, does not limit the scope of the model which, in principle, allows starting with any country specific pre-tax data. Moreover, in order to increase the relevance of the results, the second stage is to see how the results will be affected by alternative assumptions as regards the pre-tax data of the company. Therefore, in addition to the base case model firm the effective tax burdens of nine other industries will be calculated. Table 4 displays the most important financial ratios of these industries. Again, data was derived from the Federal Reserve Bank of Germany.
Comparison of International Tax Burdens Based on Domestic Accounting
To estimate the consequences on the effective company tax burdens which result from the adoption of IAS/IFRS as a starting point for tax accounting, the current tax situation is examined in 12 member states of the European Union and the United States first. This comparison is based on the tax regimes implemented as of the fiscal year 2005 (see Table 5 ). The first stage considers the model firm, which is typical for a medium sized manufacturing company (see Tables 2, 3 and 4, base case).
Most countries in our sample levy only corporate income tax and real estate tax. tax (Gewerbesteuer) and a solidarity surcharge (Solidaritätszuschlag). The trade tax is levied on corporate profits, which are modified to a certain extent. In particular, one half of long term interest expenses have to be added back to the tax base. As a result, the overall German tax burden is almost completely determined by profit taxes. Due to several non-profit taxes in addition to real estate tax, the structure of the tax systems in Austria, France, and Hungary differs significantly from the other countries. This is especially the case in France, which levies various additional non-profit taxes in addition to real estate tax: trade tax (taxe professionnelle) and employer's contributions (taxes assises sur les salaires). These non-profit taxes determine the overall tax burden of corporations to a great extent. However, because these taxes are not linked to profits, their share of the overall tax burden depends on the profitability of the company. Likewise, in In general, corporate income tax is the main determinant of the overall tax burden. Its share in the overall tax burden amounts to 90% and more in most countries. The highest corporate income tax burden is imposed by Belgium, France, the Netherlands, and the United States 10 . Obviously, the high profit tax rates applied by these countries (see Ta- ble 5) translate into high effective corporate income tax burdens. Accordingly, Hungary, Ireland, and Latvia with corporate income tax rates below 18%, display the lowest effective corporate income tax burdens in our comparison. These results indicate that tax rates seem to determine the ranking of the countries regarding effective corporate income tax burden and, thus, the overall effective tax burden to a great extent, while rules for determining the taxable income (i.e. the tax base) seem to be only of minor importance.
In a certain number of countries, the effective corporate tax burden is also influenced by the levy of additional taxes -in particular in Austria, France, Germany, Hungary and the United States. Here, the proportion of additional taxes in the overall tax burden ranges between 29% in Austria and 42% in Germany as far as our base case is concerned. As mentioned above, most countries levy only real estate tax in addition to corporate income tax. However, real estate tax is only of minor importance when determining the effective overall tax burden and cross-country differentials in tax burdens. However, this conclusion is not valid for the additional taxes imposed by Austria, France, Germany, Hungary, and the United States. If these additional taxes are taken into account, the positions of these five countries worsen noticeable. For example, France loses two and Germany and Hungary even four positions in the country ranking.
So far, the results shown have been based on a company with a structure typical for a medium-sized manufacturing business. To that extent, the differentials in tax burdens are the results of the specific underlying assumptions about the pre-tax data and should not be generalised. The conclusions heavily depend on the extent to which the factors are decisive for the application of the individual tax systems, the types of taxes, the tax accounting rules and the tax rates, which are relevant to the given business. Therefore, the following investigates the effects on the effective tax burdens caused by altering the assumptions of the model company with respect to the industry to which it belongs. In addition to the manufacturing industry, chemical engineering, electrical engineering, food and beverages, automotive vehicles, engineering, metal production, engineering, building and constructions, service and trade, and commerce are examined. The most important financial ratios for these industries are displayed in Table 4 . The results in Table 7 display the differences between the effective tax burdens from the German perspective (i.e. Germany is the zero line). It becomes obvious that the differences between the countries' tax systems lead to different results depending on the relative weight placed on each factor relevant to taxation and therefore on the industry in which the business takes place. The simulation shows that the tax burden differentials from the German perspective sometimes vary significantly.
This becomes particularly obvious for the building and construction industry which, in contrast to the manufacturing industry, shows low profits, a high intensity of inventories, and high payroll expenses. An indicator for the level of payroll expenses is the personnel intensity (i.e. personnel expenses divided by turnover) displayed in Table 4 .
Given these industry characteristics non-profit taxes, especially payroll taxes, as well as the approach in the determination of production cost and the inventory valuation method are more decisive for the determination of the overall effective tax burden. Therefore, France and Austria display relatively high overall tax burdens compared to the base case. Germany is even more favourable than Austria due to Austria's high payroll tax in the country ranking. In particular, this is true for France, because due to low capital intensity the taxe professionnelle is comparably low and therefore, the impact of the French non-profit taxes decreases even more. In contrast, Belgium suffers from the low capital intensity, because its favourable depreciation rules lose their impact on the overall effective tax burden. Other countries with favourable depreciation rules do not suffer, because due to low intensity of inventory, the disadvantage with respect to the determination of production costs and inventory valuation decreases. Applied to other industries, the simulation does not show significant changes concerning the tax burden differentials from the German perspective.
To conclude, industry specific differentials can be drawn back to four reasons:
-Profitability: When the profitability is low (high), the impact of non-profit taxes on the overall tax burden is high (low).
-Capital intensity: When the capital intensity is low (high), the impact of favourable depreciation rules is low (high).
-Intensity of inventories: When the intensity of inventories is low (high), the impact of favourable determination of production cost and inventory valuation rules is low (high).
-Personnel intensity: When the personnel intensity and thus personal expenses is high (low), the impact of payroll taxes is high (low).
In summary, the particular industry factor, in which the business operates, has a decisive influence on the amount by which the overall tax burden differs between one country and another. However, the results for our base case manufacturing company are, on the whole, confirmed for the other industries. In general, the effective burden in Germany remains the third highest in nearly all industries. Companies residing in France and the United States even bear a higher effective tax burden, as opposed to Ireland and Latvia, where the tax burden is the lowest in our comparison. Moreover, the results re-veal a considerable dispersion of effective tax burdens across industries. With respect to the standard deviations in EU member states displayed in the last but second column of and, thus, maintained as a general principle of tax accounting. Therefore, earlier recognition of revenues compared to current country practice is not possible (see Schön, 2004; Spengel, 2003a , for a more detailed evaluation). With regard to the deduction of expenses and costs respectively, the following four rules are considered simultaneously relevant:
-Depreciation method: depreciation on intangibles, buildings and tangible fixed assets is only allowed on a straight-line basis.
-Tax depreciation periods for buildings: manufacturing buildings are depreciated over 40 years and office buildings over 50 years.
-Production costs: in contrast to current country practice which optionally allows to account for partial costs, full costs are used in general.
-Valuation of inventories: The FIFO method is prescribed as a benchmark.
Since the current version of the European Tax Analyzer covers -regarding the corporate tax base -only depreciation, computation of production costs and valuation of stocks, the outlined modifications of the tax bases result in an identical common tax base in all countries covered in this study. The remaining differences between the effec-tive tax burdens are therefore the result of the different tax systems, kinds of taxes and their interactions, and the tax rates. Since in some countries some taxes are deductible from the tax base as a business expense (e.g. real estate tax and other local taxes) one has to bear in mind, however, that the tax bases still differ to a certain extent even if the rules for tax accounting were harmonised.
Figure 2:
Comparison of effective tax burdens for IAS/IFRS-based tax accounting (corporate level, 10 periods) 0 500.000 1.000.000 1.500.000 2.000.000 2.500.000 3.000.000 3.500.000 The changes in the effective tax burdens of the base case company of the manufacturing industry in case of a common tax base using the above mentioned IAS/IFRS as a starting point are displayed in Figure 2 . All EU member states, except for Ireland, show increases between 3.28% in Austria and 10.11% in Latvia. Therefore, the adoption of IAS/IFRS as a starting point for tax accounting would result in a broader tax base in all member states except Ireland. The increase is attributed to national tax depreciation rules and valuation methods for inventory, which are more favourable in the countries considered compared to the corresponding IAS/IFRS rules. This is especially documented by the high increase of the tax burden in Latvia and Slovakia. In both countries current tax depreciation rules are comparably favourable and inventory must be valued based on the average cost method. Similar reasons apply to the comparably high increases in Belgium and the Czech Republic. Although France has favourable depreciation rules too, the increase of the tax burden following a shift from national tax accounting rules to IAS/IFRS based tax accounting is comparably low. This effect is due to the fact that the overall tax burden is determined by non-profit taxes to a great extent, which are not affected by accounting rules. The reason for the overall reduction in the effective tax burden in Ireland in terms of IAS/IFRS based taxation is that the depreciation rules improve while all other tax accounting rules do not change. 
National GAAP (1) IAS/IFRS based Difference
After all, the impact of a common tax base on the ranking of the countries from the highest to the lowest effective tax burden seems to be rather limited. The results displayed in Table 8 show that except for Hungary and the Czech Republic, which change positions, the ranking does not change for our base case manufacturing company. A common tax base therefore has only a minor impact on the dispersion of effective company tax burdens across countries.
By contrast, the nominal tax rates on corporate profits are truly the more important factor in determining the effective tax burden compared to the tax base. Our findings that -except for Ireland -the overall effective tax burden increases if IAS/IFRS serve as a starting point for tax accounting offer interesting options for tax policy. In this event, the nominal tax rates could be reduced without having an impact on the overall effective tax burden. A tax cut cum base broadening tax policy certainly increases the attractiveness of EU member states as a location for businesses from a tax point of view.
This is because -according to empirical evidence -the nominal tax rate turns out to be more important for location decisions of multinationals (see Devereux/Griffith 1998) .
However, the reader should keep in mind that our analysis so far still is limited since the European Tax Analyzer does not yet cover all important accounting options enabling an investor to influence the tax base. If -as intended -the accounting options for occupational pension schemes and certain liabilities (e.g. provisions for contingent liabilities)
were included in the model we expect more valid results on the effects of a common tax base using IAS/IFRS as a starting point on the overall effective tax burden.
Sensitivity analysis: effects in different industries
The following shows the impact on the overall effective tax burden of a common tax base using IAS/IFRS as a starting point for the other industries. The results of our simulations for the different industries correspond to those for our base case company. In nearly all considered EU member states IAS/IFRS based tax accounting results in higher effective tax burdens. The most significant increases in tax burdens can be observed in Belgium, the Czech Republic, Latvia, and Slovakia with up to 16.32%, as opposed to Austria and especially the United Kingdom, where increases are below 4.37%.
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However, because the amount of capital in relation to turnover is comparably high, the impact of changing rules for depreciation and inventory valuation is noticeable low.
Dispersions of effective tax burdens across industries
With respect to the future development of company taxation in Europe it is interesting for policy makers to see the impact of a common corporate tax base on the dispersion of effective tax burdens across industries. Table 10 displays the differences of the effective tax burdens for the different industries from the German perspective (i.e. Germany is the zero line) in case of a common tax base using certain IAS/IFRS as proposed here as a starting point. If we compare the industry-specific standard deviations across the EU for the two scenarios -i.e. current tax accounting (Table 7) and IAS/IFRS-based tax accounting (Table   10 ) -it becomes evident that a closer coordination of tax accounting rules would not tend to reduce cross-industry differences significantly. The decreases in standard deviations displayed in Table 11 only vary between 0.11% (Food & Beverages) and 2.70%
(Building & Construction). Thus, a meaningful convergence of the tax competitive situation for different industries within the EU demands more than just the harmonisation of tax accounting rules (see Spengel, 2003b: 27) . The remaining differences in tax burdens reflect the effects of the different tax systems, especially different kinds of taxes and tax rates. Thus, when harmonising the tax base, the characteristics of the tax schedule and the number and types of taxes determine a country's competitive international tax position. 
Effects for the position of Germany in the country ranking
Finally, Table 12 displays the changes of the tax burdens for different industries from the German point of view if a transition from domestic to IAS/IFRS-based tax accounting would take place. Manufacturing Industry -2,33% 1,68% 0,16% -2,23% -1,76% -2,81% 1,56% -0,78% -0,76% 1,22% -1,68% -6,06%
Automotive vehicles -2,79% 2,26% -0,22% -2,53% -1,94% -3,30% 3,36% -0,97% -0,83% 0,92% -1,46% -6,83%
Building & Construction -10,84% -1,02% 0,68% -14,34% -6,99% -6,90% -1,80% -2,47% -1,83% -3,31% -9,25% -19,61%
Chemical Engineering -2,14% 1,96% -0,96% -1,00% -1,35% -2,48% 2,78% -0,89% -0,52% 1,63% -2,59% -5,45%
Commerce -3,68% 1,00% -6,14% -2,81% -2,13% -2,39% 2,62% -0,95% -0,94% 0,56% -3,62% -6,31%
Electrical Engineering -1,48% 0,77% -0,31% -1,56% -0,79% -1,61% 0,94% -0,64% -0,46% 0,37% -1,43% -3,86%
Engineering -1,96% 0,07% 1,26% -2,50% -1,57% -1,98% 0,54% -0,95% -0,70% -0,17% -2,42% -4,62%
Food & Beverages -1,69% 2,54% -1,01% -0,04% -0,51% -2,47% 3,12% -0,53% -0,47% 2,55% -0,92% -5,12%
Metal production -0,96% 1,34% 0,63% -1,39% -0,13% -1,96% 1,16% -0,75% -0,72% 1,69% -1,40% -4,33%
Service trade -1,98% -0,52% 1,26% -0,89% -0,65% -2,64% 3,92% -0,84% -0,59% 2,49% -5,14% -4,54%
To calculate these changes the differences between the effective tax burdens in terms of current tax accounting rules (see Table 7 ) are compared with the corresponding differences in effective tax burdens in terms of IAS/IFRS-based tax accounting (see Table   10 ), both from the German perspective. A positive (negative) sign signals either the reduction of disadvantages (advantages) in the tax burden or the increase of advantages (disadvantages) in the tax burden compared to the other countries from the point of view of the current tax law. From the results it is obvious that Germany would lose positions in country-ranking compared to most other countries considered here. Therefore, from a broad perspective, Germany currently has a narrower tax base compared to most other countries. However, a deeper analysis of the consequences in different industries enables us to figure out comparable advantages and disadvantages.
There is a group of countries -Belgium, Latvia, and Slovakia -that worsen their tax situation in comparison to Germany. Since all of these countries allow for favourable depreciation rules compared to Germany this result indicates that tax depreciation rules in Germany under the current law are only mediocre. On the other hand, Germany especially falls back in the Building and Construction sector. This holds for all countries considered here. The Building and Construction industry is characterised by a comparably high intensity of inventory. Thus, rules for the determination of production cost and inventory valuation available under the current German tax law are obviously favourable in comparison. -If IAS/IFRS serve as a starting point for tax accounting their adoption has to be restricted to standards which are in accordance with the objectives of tax accounting.
Therefore, tax accounting still has to respect the realisation principle as a common and fundamental principle. Consequently, the adoption of IAS/IFRS as a starting point for tax accounting first of all would have an impact on the deduction of expenses from the tax base (e.g. depreciation, valuation of inventories, provisions for liabilities).A transition to tax accounting on the basis of IAS/IFRS within the EU as examined here has only minor effects on the effective corporate tax burdens. A major finding of our study reveals that the effective corporate tax burdens in all countries considered here (except Ireland) tend to increase slightly since the tax bases tend to become broader. However, the considerable dispersions of effective tax burdens across industries would not change significantly.
-An exclusive harmonisation of the tax accounting rules cannot alleviate the current EU-wide differences of overall effective corporate tax burdens. For this purpose, additional measures are necessary, especially the convergence of the nominal tax rates on profits.
-Ideally, a broader tax base offers the possibility to reduce the nominal tax rate at the same time leaving the overall effective tax burden unchanged. A tax policy of tax cut cum base broadening would not only tend to increase the attractiveness of the member states as a location for companies. At the same time, this would reduce dispersions of effective tax burdens across industries. Therefore, such a tax policy is in line of the long term Community goals to become more competitive in international terms.
-Compared to most other EU member states considered in this study Germany would lose positions in the country ranking in case a common tax base as considered here would be established.
